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January  18,  2000 

Liza  M.  Lowery,  Director 

Department  of  Telecommunications  and 

Information  Services 

875  Stevenson  Street,  5^^  Floor 

San  Francisco,  CA  94103 

Dear  Ms.  Lowery: 

The  Controller's  Audits  Division  presents  its  report  concerning  the  audit  of  the  cash 
revolving  fund  of  the  Department  of  Telecommunications  and  Information  Services 
(DTIS).  DTIS  uses  the  revolving  fund  to  pay  for  mileage,  parking  fees,  miscellaneous 
supplies,  and  subscriptions  to  professional  publications. 

Reporting  Period:         July  1,1998  through  August  11,1999 

Authorized  Amount:  $6,000 


•  As  of  August  1 1,  1999,  DTIS'  cash  revolving  fund  exceeded  the  authorized  amount  by 
$1,376.58.  This  occurred  because  DTIS  received  reimbursement  for  checks  that  had 
not  been  cashed. 

•  DTIS  needs  to  improve  some  of  its  administrative  procedures  over  its  revoK  ing  fund. 
It  did  not  perform  required  monthly  bank  reconciliations  and  improperly  allowed  its 
revolving  fund  custodian  to  receive  bank  statements  and  canceled  checks.  DTIS  also 
issued  checks  with  only  one  of  the  two  required  authorized  signatures.  Furthermore. 
DTIS'  bank  failed  to  follow  instructions  by  incorrectly  cashing  checks  with  onK  one  of 
the  two  required  authorized  signatures. 

•  The  authorized  amount  is  excessive  and  we  estimate  that  a  $  1 ,000  revoh  ing  fund 
amount  would  be  sufficient  to  meet  the  department's  operational  needs. 


Respectfully  submitted. 
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INTRODUCTION 


The  Board  of  Supervisors  of  the  City  and  County  of  San  Francisco  (City) 
appropriated  a  cash  revolving  fund  of  $6,000  to  the  Department  of 
Telecommunications  and  Information  Services  (DTIS)  under  the  San  Francisco 
Administrative  Code  (Administrative  Code),  Section  10.143.  DTIS  uses  the  revolving  fund 
to  pay  for  mileage,  parking  fees,  miscellaneous  supplies,  and  subscriptions  to  professional 
publications. 


SCOPE  AND  METHODOLOGY 

The  purpose  of  this  audit  was  to  determine  whether  DTIS'  revolving  fund  assets  agreed 
with  the  amount  authorized  in  the  Administrative  Code  and  recorded  in  the  Controller's 
Financial  Accounting  and  Management  Information  System  (FAMIS).  We  also  determined 
if  DTIS  properly  administered  and  used  the  revolving  fund.  In  addition,  we  assessed 
whether  the  internal  controls  over  the  fund  were  adequate,  and  whether  the  revoK  ing  fund 
was  sufficient  to  meet  DTIS'  operational  needs. 

To  conduct  the  audit,  we  reviewed  the  applicable  provisions  in  the  Administrative  Code, 
the  Controller's  Departmental  Instruction  No.  1052,  and  the  Purchaser's  Guide  to  Ordering 
Goods  and  Services.  We  evaluated  DTIS'  procedures  for  recording,  summarizing,  and 
reporting  the  revolving  fund  transactions.  We  tested  DTIS'  revolving  fund  transactions 
during  the  audit  period  to  determine  whether  the  transactions  were  proper  and  \  alid. 
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AUDIT  RESULTS 


DTIS'  REVOLVING  FUND  BALANCE 
EXCEEDED  THE  AUTHORIZED  AMOUNT 

A     s  of  August  11,  1999,  DTIS'  cash  revolving  fund  balance  exceeded  the  amount 


authorized  in  the  Administrative  Code  and  recorded  in  FAMIS  by  51,376.58.  This 


JL    JLoccurred  because  DTIS  received  reimbursement  from  the  Controller's  Oftlcc  for 
nine  checks  that  had  not  been  cashed.  Furthermore,  DTIS  was  slow  in  writing  off  these 
checks.  Although  DTIS  had  written  off  the  nine  checks  in  May  1999.  four  of  these  checks 
had  been  issued  and  outstanding  since  1988.  DTIS  should  have  written  off  these  checks 
sooner  than  it  did.  The  Controller's  Departmental  Instruction  No.  1052  requires 
departments  to  write  off  checks  issued  and  outstanding  for  six  months  or  more. 

Corrective  Action 

On  August  22,  1999,  DTIS  properly  reduced  its  replenishment  request  to  the  Controller's 
Office  by  $1,376.58  to  correct  the  excess  of  funds  in  its  revolving  fund. 


DTIS  NEEDS  TO  IMPROVE  THE 
ADMINISTRATION  OF  ITS  REVOLVING  FUND 

DTIS  generally  used  the  fund  assets  within  the  intended  purpose  of  the  fund.  However,  we 
found  that  DTIS  did  not  perform  required  monthly  bank  reconciliations  in  a  timely  manner. 
DTIS  staff  had  not  prepared  bank  reconciliations  for  June  1998  through  June  1999  until 
August  II,  1999.  We  also  found  that  DTIS  should  improve  the  internal  controls  over  the 
revolving  fund.  DTIS  did  not  adequately  segregate  some  incompatible  duties  of  the  fund 
custodian.  The  fund  custodian  received  bank  statements  and  canceled  checks,  and  also 
reviewed  the  bank  reconciliations.  The  Controller's  Departmental  Instruction  No.  1052 
states  that  custodianship  of  the  checks  and  reconciliation  responsibilities,  including  receipt 
of  bank  statements  and  canceled  checks,  must  be  assigned  to  different  individuals.  The 
business  manager  of  DTIS  explained  that  its  practices  were  the  result  of  a  temporar>- 
shortage  of  accounting  personnel. 

In  addition,  we  found  that  DTIS  issued  checks  from  its  revolving  fund  with  only  one 
authorized  signature  on  them.  The  Controller's  Departmental  Instruction  No.  1052  requires 
revolving  fund  checks  to  have  two  authorized  signatures  to  maintain  adequate  internal 
controls.  Furthermore,  DTIS'  bank  failed  to  follow  instructions  by  incorrectly  cashing 
checks  with  only  one  of  the  two  required  authorized  signatures. 
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Finally,  we  found  that  DTIS  established  a  second  bank  account  in  November  1996  by 
depositing  $500  from  its  primary  revolving  fund  checking  account.  However.  DTIS  did  not 
issue  any  checks  from  this  account,  and  as  a  result,  unnecessarily  paid  $412  in  bank  serv  ice 
charges  for  maintaining  this  bank  account. 

Corrective  Actions 

•  The  treasurer  closed  the  inactive  account  on  August  13,  1999  at  DTIS"  request.  D  TIS 
received  reimbursement  from  the  Controller's  Office  for  the  bank  charges,  and 
deposited  the  $412  reimbursement  and  the  remaining  balance  of  $88  into  its  primar> 
checking  account. 

•  As  of  November  1999,  the  treasurer  is  sending  DTIS'  bank  statements  and  canceled 
checks  to  the  business  manager  of  DTIS.  According  to  the  business  manager,  the 
department  head  will  review  and  approve  the  bank  reconciliations. 


DTIS'  REVOLVING  FUND 
AMOUNT  IS  EXCESSIVE 

DTIS'  authorized  revolving  fund  amount  of  $6,000  exceeds  the  amount  it  needs  for 
operations.  During  the  14  months  of  our  audit  period,  from  July  1998  through  August 
1999,  DTIS  requested  that  the  Controller's  Office  replenish  its  revolving  fund  onh'  one 
time  for  $4,279.  However,  the  Controller's  Departmental  Instruction  No.  1052  requires 
departments  to  submit  an  account  of  all  disbursements  made  from  a  revoh  ing  fund,  along 
with  vouchers  supporting  such  disbursements,  at  least  once  a  month.  According  to  the  fund 
custodian,  the  department  has  not  been  able  to  comply  with  the  requirement  due  to  a 
shortage  of  accounting  personnel.  We  calculated  that  the  department's  average  monthl> 
expenditure  over  the  18  months  was  $238.  If  DTIS  reduced  its  revolving  fund  balance  to 
$1,000,  it  would  still  have  sufficient  funds  to  meet  its  needs. 


RECOMMENDATIONS 

We  recommend  that  the  Department  of  Telecommunications  and  Information  Serv  ices  take 
the  following  actions: 

•  Request  the  Board  of  Supervisors  to  amend  the  Administrative  Code  to  reduce  the 
authorized  amount  of  DTIS'  revolving  fund  from  $6,000  to  $1,000.  If  authorized  to 
reduce  the  fund  amount,  the  department  should  return  the  excess  funds  to  the 
Controller's  Office. 

•  Do  not  issue  any  revolving  fund  checks  without  two  authorized  signatures.  DTIS 
should  work  with  the  treasurer  to  ensure  that  DTIS'  bank  is  following  instructions  to 
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only  cash  checks  with  two  signatures. 


We  conducted  this  review  according  to  generally  accepted  government  auditing  standards. 
We  limited  our  review  to  those  areas  specified  in  the  audit  scope  section  of  this  report. 

Staff:   Maureen  Gannon,  Audit  Manager 
Mohamed  Hosny 
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RESPONSE  TO  THE  AUDIT 


DEPARTMENT  OF  TELECOMMUNICATIONS  AND 
INFORMATION  SERVICES 


CONTROLLER'S  AUDITS  DIVISION 


iTY  AND  County  of  San  Francisco 


Telephone:  (415)  554-0801     qQ  Jf^^  1  \ 


LIZA  M.  LOWERY 
Director 


Department  of  Telecowmumcaiions 
AND  Information  Services 


\-.u6 


January  10,  2000 


Mr.  Edward  Harrington 
Controller 

1  Dr.  Carlton  B.  Goodlett  Place,  Room  316 
San  Francisco,  CA  94102 

Dear  Mr.  Harrington, 

I  have  reviewed  the  Controller's  audit  report  regarding  the  OTIS  revolving  fund.  The 
problems  that  were  identified  will  be  corrected.  Many  administrative  changes  have 
been  implemented  subsequent  to  the  audit  period.  I  believe  that  v;ith  closer  oversight  of 
the  accounting  section,  the  financial  operations  and  record  keeping  will  be  much 
improved. 

More  specifically,  the  account  average  of  $1 ,376.58  was  corrected  on  August  22,  1 999 
by  reducing  a  replenishment  request  in  a  like  amount.  Effective  immediately  there  v/ill 
be  separate  staff  assigned  to  fund  custodial  and  reconciliation  duties.  Requests  for 
reimbursements  will  be  submitted  monthly  and  no  check  will  be  issued  v/ithout  the 
required  two  signatures. 

The  department  has  no  objection  to  reducing  the  authorized  amount  from  $6,000  to 
$1,000  and  will  make  the  change  in  the  proposed  FY  2000-01  budget. 


C:\data\liza\controller\auditrevolv.doc 
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cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Treasurer 
Budget  Analyst 
KPMG  LLP 
Public  Library 
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h;dv*ard  Harrington 
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January  19,  2000 

Terry  Gwiazdowski,  Program  Director 

Government  Information  Center 

San  Francisco  Public  Library 

100  Larkin  Street 

San  Francisco,  CA  94102 

Dear  Ms.  Gwiazdowski: 

Enclosed  is  our  report  concerning  the  audit  of  the  cash  revolving  fund  of  the  Department  of 
Telecommunications  and  Information  Services  (DTIS).  The  report  indicates  that  as  of 
August  11,  1999,  DTIS's  cash  revolving  fimd  exceeded  the  authorized  amount  by 
$1,376.53.  This  occurred  because  DTIS  received  reimbursement  for  checks  that  had  not 
been  cashed.  DTIS  subsequently  corrected  this  situation. 

In  addition,  DTIS  needs  to  improve  some  of  its  administrative  procedures  over  its 
revolving  fund.  Finally,  the  authorized  amount  of  DTIS'  revolving  fund  is  excessive  and 
we  estimate  that  a  $  1 ,000  revolving  fund  amount  would  be  sufficient  to  meet  the 
department's  operational  needs. 

Sincerely^/- 


NORIAKI  HIRASUNA 
Director 
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